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COST AND MANAGEMENT 


Budget a to Get Started 


By G. F F. SMITH, C.A., 
Richardson, Smith, Ferrie & Co., Hamilton. 


(Before Central Ontario Chapter, at Guelph, November 20, 1930.) 


HE purposes of this article are: (1) To show the futility and 

even danger of distributing fixed overhead and expenses; of not 
separating them from the fluctuating overhead and expenses, and of 
placing them in incorrect positions in a statement of costs or earnings, 
and, (2) To suggest that monthly manufacturing, trading and profit 
and loss accounts may be drawn up without putting through journal 
entries for materials used or for expenses or overhead; and to suggest 
that overhead, especially in a seasonal business, should be absorbed 
to production and sales rather than in equal monthly 





according 

amounts. 

The manager of the Blank Manufacturing Company Limited 

(which makes soup, or soap, or spaghetti, or something else by the 
lay in the middle of December. 





pound) called in his accountant one 
“Jones,” he said, “I want you to prepare a budget showing approxi- 
oS S L 
mately how we may expect to come out next year.” 

This was a tall order, but Jones was a worker and in a week’s 
time, with the assistance of the sales manager, buyer, production 
engineer, and others decorated with less formidable titles, was able to 
present statements 1 and 2 to the manager. 


Future Sales 

“So,” said the manager (looking at statement 1), “we’re going to 
make $27,965 next year? I think we can do better than that. I see 
you estimate the sales at 9,550,000 pounds. Why! we’re going to sell 
1,000,000 pounds more than that. Where did you get your figures?” 

“From the sales manager,” replied Jones. “He said that was the 
limit to expect owing to hard times.” 

“The sales manager’s ‘all wet,’” declared the manager. “There 
may be hard times now but they won’t last all next year. Tell me, 
suppose we did sell another million pounds—and there’s really no 
‘suppose’ about it, for we’re going to do it—how much more money 





would we earn?” 

“Well,” replied Jones, “the statement shows a net profit of .29 
cents a pound, so on another million pounds the earnings would be 
$2,900, provided, of course, selling prices and costs will remain con- 
stant.” 

“Are you sure?” asked the manager. “I notice that factory ex- 
penses are estimated at $68,000, or .76 cents per pound. If we pro- 
duce a million pounds more the cost will not remain at .76 cents per 
pound but will be lower, because included in the $68,000 are certain 
items which do not vary in amount no matter what quantity is pro- 
duced; such as superintendent’s and foremen’s salaries, repairs to 
machinery and building, taxes and insurance on machinery and 
building. Also, such items as in direct wages, fuel, sundry expenses, 
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light and power, all of which will be included in the $68,000, do not 
increase or decrease in the same proportion as production increases 
or decreases. For example, the | bil i be 36.000 for 
3,000 pounds and only 898 ) instead of $12,000 for producing 
twice that quantity. Depreciation which you at $30,600 certainly 
will not be .384 cents per pound if 1,000,000 more pounds are produced. 
“Exp ] ibution and administration, the 
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and says that all over! 








1ing’s can be determined. 
“That is quite true,” 


costs you should first colle 


fluctuating factory and s 
these will be the cost before fixed overhead and expenses 


ear 
the manager, “but when making up 
amounts for materials, direct wages, 


ng expenses and overhead. The sum of 








“The cost, before fixed overhead and expenses are considered, is 
the lowest amount at which you can sell without losing money, and 
1erefore it is very necessary to know what such cost is. This cost 
may be considered as the fluctuating cost, which means the cost that 
varies in proportion with volume of production. For example, the 
y ten times the cost of one pound. 








cost of ten pounds will be ex: 
the market and may be lower than fluctuating cost plus some per- 
centage of fixed overhead and expenses. At the same time it will 
likely be 
contributing towards liquidation of the fixed overhead and expenses. 


“Selling price,” continued the manager, “is often determined by 
kc 


good business to sell, as any price above fiuctuating cost is 





Defines Gross Profit 
“If you are able to make your selling price you can add 


the fluctuating cost an amount 





11] wiel 9 fair oro “oft 
vill yield a fair gross profit. 





























ating cost 





Deduct: 
December 


Gross sales 


Deduct: 


Net sales ... 
Deduct: 


Gross profit 


whether fac 


January 1, 
8 CM) CE ECE ee 


tured goods on hand..............00 


RR ELON OOO R Gs ciisiss seavesaceccwcatctensisasencas 1,054,455.00 


Freight ... 
Sales tax absorbed .... 2 


snes oud encasigS a tobavilessieeeaTs 1,188,020.00 


Cost of sales, as above...............00 1,054,455.00 
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and before considering fixed overhead and 


tory or selling. 


BLANK MFG. CO. LIMITED 


SSTIMATED MANUFACTURING, TRADING, AND PROFIT AND 
ACCOUNTS FoR YEAR ENDING DEc 





BER 31, 1930 
Cents 
Amount Per Lb. 


499 
iv5 


manufactured 


168,150.00 1.21 





Add « of production 990,900.00 11.01 
Materials No. 1 used, 270,900.00 3.01 
Materials No. 2 used, 325,800.00 3.62 
Materials No. 3 used, 34,200.00 238 
Materials No. 4 used, 175,500.00 1.95 
Direct wages, 85,900.00 95 
Factory expenses, 68,000.00 .76 
Depreciation, 30,600.00 4 


By gross profit, I mean the difference between selling price and fiuctu- 


expenses, 


“Whether a certain article or line is profitable or not profitable is 
properly decided by the gross profit and not by any net profit which 
may have been obtained after some deduction for fixed charges. 


Loss 


1,500,000 


9,000,000 





1,159,050.00 11.01 1 


31, 1930, manufac- 


104,595.00 11.01 


0,500,000 


P 


950,000 





11.04 


9,550,000 





sskeuacodvanepasuscetaanesscoetaciibs 1,285,430.00 3.46 


75,200.00 
22,210.00 


97,410.00 1.04 


9,550,000 





133,565.00 


9,550,000 


1:28 9,550,000 





Gross Profit, AS AOOVE  «..scscsssesssscecesss 1.38 133,565.00 
Deduct: 
Expenses of selling, distribution 
ANG AAMINISETAVION  .....6s6sssccnsees 1.09 105,600.00 





27,965.00 
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“Let us imagine that line A shows a gross profit of twenty-five 
per cent., line B fifteen per cent., and line C five per cent., and that 
the fixed overhead and expenses on all together are ten per cent. of 
the total fluctuating cost. Nothing will be gained by taxing line C 
with ten per cent. or with any other percentage of the fixed charges. 
As it is line C is contributing towards the liquidation of the fixed 
charges by earning a gross profit of five per cent., and until something 


fit is found it will be advisable t 








else earning a larger gross p 


yn with the line. 


“The point I wish to make is, that one can better judge what is 





‘+ ] | y , £ y ‘ 
or what yrofitable or what else may be more profitable by stop- 
| at the gross profit. Fixed overhead and expenses can be better 
dealt with and comprehended as a whole. 





“Tf it had not been known that the fixed charges were ten per 





( and line C had been taxed with some percentage of the total over- 
head and expenses, it probably would never have been discovered that 
t ine was really contributing to the net profits by earning part of 
ne tota xea 1 Ss 
STATEMENT 2 
BLANK MFG. CO. LIMITED 


ESTIMATED MANUFACTURING, TRADING, AND PROFIT AND Loss ACCOUNTS 
FOR YEAR ENDING DECEMBER 381, 1930 
Total Line A Line B Line C 
January 1, 19380, manu- 
factured goods on hand 168,150.00 55,500.00 76,100.00 36,550.00 
Add: 
Cost of production ........ 990,900.00 315,300.00 320,300.00 355,300.00 





1,159,050.00 370,800.00 396,400.00 391,850.00 
Deduct : 
December 31, 1930, man- 
ufactured goods on hand 104,595.00 41,500.00 37,400.00 25,696.00 





COSC OF SUL OR siscsecssexcsseccesaes 1,054,455.00 329,300.00 359,000.00 366,155.00 





Coser SOLER: aisiasaiccassen 1,285,430.00 444,460.00 438,025.00 402,945.00 


Deduct: 
Freight and sales tax.... 97,410.00 36,500.00 34,500.00 26,410.00 





INGE BQLER: Ss sccscsveuscscsseusscassece 1,188,020.00 407,960.00 403,525.00 376,535.00 


Deduct: 
Cost of sales, as above.. 1,054,455.00 329,300.00 359,000.00 366,155.00 





GHOSE DNOLEE cissesssissecessascessse 133,565.00 78,660.00 44,525.00 10,380.00 


Deduct: 
Expenses of selling, etc. 105,600.00 36,980.00 35,200.00 33,420.00 





Oe IID sesiitetsiciranciinnin 27,965.00 41,680.00 9,325.00  *23,040.00 





*Loss 
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BLANK MFG. CO. L ) 
&TIMATED FACT’ Ov I D AND |] TS FOR YEAR EN 
I MBER 31, 30) 
ca } Z. 
500.00 
i) Ww) 
0 
Je? 0 
29, 9UU,( 
; TION 
r Vr Y , -“—— T r “TY ») 
FOR YEAR ENDING DE » kooU 
T otal Fixe | 
Comm MDEA) vies sacenukusnunins sacs cedbespisavensusecdiaauscasasais 20,500.00 2 .00 
Travelers’ salaries and €XPeNnseG..........cceees 17,500.00 8,750.0 8,750.00 
MINTED iv osicecacoanicndcecdsnacasosseecasees wudiveasiaa’s 10,500.00 10,500.00 
Sales discounts allowed ............. shetesaven ; t.500.00 ! 1.00 
a | ae = 900.00 ).00 
VI . ~ + : ) md wave’ 9 KS 
sianagemen . PRE cucecescancanenien 26,000.00 25,000.00 
renera! trav MOR osc esinceusacnceuvontee 2,500.00 2,900.00 
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Legal and auditing 10.00 1,70 
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STATEMENT 4 
BLANK MFG 
ESTIMATED MANUFACTURING, 


ACCOUNTS FOR YE 





1 used, 270,900.00 
Jo. 2 used, 325,800.00 
200.00 


500.00 





>. YUV.00 





23 .900.00 


Dedue 


December 3 
: 





tured goods <« 


Factory cost of sales, varying with 
solume PPPTTTTTTTTTITI TTT TTT TTT Tri TTT ite 
Add: 
Expenses of selling, etc., varyi 
with volume 


Total cost of sales, varying with 


TCU) OR OLLI, (ae RTEC ECE RPOEL PROT TOPET PETTY LOrT 
CoP GAR SURI coiacsiviser sizxaeuseenscnco tases 
Deduct: 

BRGIS ING ~ <2. ccasseseseccusvceeens 75,200.00 


Sales tax absorbed .... 22,210.00 
Net sales 
Deduct: 


Cost of sales as above ..........cccccoes 


GPOES! WROTE deccdcscscicsstaceavccsseersoaneucens 
G? s profit. abo 
Deduct fixed ¢ s 
PIG P OCIA GION ~ ox cccccisecccencsiscacecancsncatexs 
PGClOLY EGRPCTSES: ccisscsccsricsdesceccin 
GING. CLGs -icscesccesssacesers 
4 £ 4 


CO. LIMITED 
TRADING, AND PROFIT AND LOSS 
R ENDING DECEMBER 31, 1930 


Amount 


68,150.00 


916,200.00 





1,084,350.00 


104,595.00 





Cents 


Per Lb. 


11.21 


10.18 


3.01 
3.62 
238 
1.95 
95 





Lbs. 


1,500,000 


9,000,000 





10.18 


11.01 


10,500,000 


950,000 





979,755.00 


50,150.00 


1,029,905.00 


10.26 


9,550,000 


9,550,000 





1,285,430.00 


97,410.00 


9,550,000 





1,188,020.00 


1,029,905.00 


9,550,000 





158,115.00 


9.550.000 





30.600.00 
44,100.00 
55,450.00 
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1.63 
1.63 
71 
31 
45 
58 
1.34 


158,115.00 


130,150.00 


7,965.00 


al 
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How Figures Were Obtained 


“By discussion with the superintendent and foremen and by con- 
sulting available records,” replied Jones. ‘‘A study was made of the 
payrolls together with production records covering different periods, 
and we found that wages to be paid to general helpers working for 
the benefit of all lines could not be less than $7,500, if production 
should be at its lowest. Therefore, we reasoned that $7,500 out of the 
estimated amount of $13,800 for the year should be considered as 
fixed.” 

“That sounds all right to me,” said the manager. “I suppose you 
attacked the other items in a similar maner?” 


STATEMENT 5 
BLANK MFG. CO. LIMITED 
ESTIMATED MANUFACTURING, TRADING, AND PROFIT AND Loss ACCOUNTS 
FOR YEAR ENDING DECEMBER 31, 1930 





Total Line A Line B Line C 
January 1, 1930, manu- 
factured goods on hand 168,150.00 55,500.00 76,100.00 36,550.00 
Add: 
Cost of production vary- 
ing with volume ........ 916,200.00 290,400.00 295,400.00 330,400.00 
1,084,350.00 345,900.00 371,500.00 366,950.00 
Deduct: 


December 31, 1930, man- 
ufactured goodsonhand 104,595.00 41,500.00 37,400.00 25,695.00 





979,755.00 304,400.00 334,100.00 341,255.00 
Add: 
Expenses of selling and 
distribution, etc., vary- 
ing with volume: 
Freight and sales tax 97,410.00 36,500.00 34,500.00 26,410.00 











SS 50,150.00 18,500.00 16,720.00 14,930.00 
Cost of sales, varying with 
With VOIWME .....0000r00000 1,127,315.00 359,400.00 385,320.00 382,595.00 
SD LOO Spc sccsessbasscstsenses 1,285,430.00 444,460.00 438,025.00 402,945.00 
PMRE VOICE Sicccssicescsnsescessseo 158,115.00 85,060.00 52,705.00 20,350.00 
See CORUM RIED REM WERISIUIO 3. os ico sk vase ccinca obcscenedinvennasiusdahscatuachonoessastacavoesiaesceis 158,115.00 
Deduct fixed costs: 
MARIE EMNNN ro 55 coats cui-cuapuscubontavnaseras tnbenasoinonsacoasrsvecheneeate 30,600.00 
NR MENTION genes sceesenkcsssnvbusesvestcateaseusassnecaiviieense 44,100.00 
eA RRR REE AARANOTNMN, 5502s 5s ckesssssussssscavesnesssnascenceseistentes 55,450.00 
130,150.00 
PUREE AION IE yc 55 cx cies ins eeduasssuususweis ceubbusuxecconsuenbiaceiiGaaseanteeaateniaieacnse 27,965.00 
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STATEMENT 6 


BLANK MFG. CO. LIMITED 


FACTORY OVERHEAD AND EXPENSES 
ESTIMATED 


Superintendents’ and fore- 
men’s salaries 
Indirect wages 
Fuel 
Sundry expenses and ma- 
GOMUEULES, essa tes cexsecassescconeesce 
Light and power ............... 
Repairs to machinery and 
equipment 
Repairs to building .......... 
Taxes on property ............ 
Insurance 


FOR YEAR ENDING 


ON BooKsS 





DECEMBER 31, 1930 TO APRIL 30 
Total Fixed Fluctuating 
6,500.00 6.500.006 2,170.00 
14,500.00 7,500.00 7,000.00 5,000.00 
12,000.00 3,500.00 8,500.00 1,500.00 
9,000.00 3,200.00 5,800.00 7,000.00 
7,500.00 4,700.00 2,800.00 2,500.00 
5,800.00 5,800.00 5,000.00 
3,500.00 3,500.00 3,000.00 
5,500.00 5,500.00 
3,500.00 3,500.00 3,500.00 
67,800.00 43,700.00 24,100.00 29,670.00 





EXPENSES OF SELLING, DISTRIBUTION AND ADMINISTRATION 
ESTIMATED 


COMMISSION » ssssccvescaacssisecseks 
Travelers’ salaries and 

ORPCHEOS Sib cevisstscansevdaceaness 
Advertising 
Sales discount allowed .... 
NRO OME cassivscastacotsesxsricceses 
Management and _ office 

salaries 
General traveling expenses 
Office expenses 
Legal and auditing ........... 
Interest paid bank ............ 


Production in Ibs. ..........000 
SORICR) Bre TOMS, « cassceucsvcdeedosedexics 


Costs in cents per Ib............ 


FOR YEAR ENDING 
DECEMBER 31, 1930 


Total Fixed 


20,500.00 


16,000.00 
10,500.00 
4,500.00 
1,900.00 


8,750.00 
10,500.00 


25,000.00 
2,300.00 
5,000.00 
1,700.00 

14,500.00 


25,000.00 
2,300.00 
5,000.00 
1,700.00 


ON Books 
TO APRIL 30 
Fluctuating 

20,500.00 4,000.00 


7,250.00 5,300.00 


2,000.00 

4,500.00 1,100.00 
1,900.00 

8,300.00 

570.00 

1,500.00 

14,500.00 3,500.00 





101,900.00 53,250.00 


48,650.00 26,270.00 





Estimated 
10,000,000 
10,500,000 


FACTORY 
Fixed Fluctuating 


ere 44 24 


169 


Balance 
5,500,000 
8,500,000 


To Date 
4,500,000 
2,000,000 
SELLING 
Fixed Fluctuating 
51 46 








STATEMENT 7 


BLANK MFG. CO. LIMITED 


MANUFACTURING, TRADING, AND PROFIT AND LOSS ACCOUNTS 


COST AND MANAGEMENT 





FOR FouR MONTHS ENDED APRIL 30, 1930 
Cost OF SALES VARYING WITH VOLUME 











Cents 
Amount Per Lb. Lbs. 
ALEE OU. COPIA QUE sciscescacecisesccsercssts 33,630.00 11.21 300,000 
DALES O25 NOW DQOOESs.cssssvsciecsvssssisessae 172,890.00 10.17 1,700,000 
Materials No. 1 used, 51,340.00 3.02 
Materials No. 2 used, 61,710.00 3.63 
Materials No. 3 used, 6,460.00 .38 
Materials No. 4 used, 32,980.00 1.94 
Direct wages, 16,320.00 .96 
Fluctuating factory 
expenses, 4,080.00 24 
206,520.00 10.33 2,000,000 
Add: 
Fluctuating expenses of selling, 
NUS | scasagecaducanhdnexeacasanuessaconecsssiesieoses 9,200.00 46 
215,720.00 10.79 2,000,000 
Gi ORCS sia asavicvnananessccincuniteses densconeiaten 270,000.00 13.50 2,000,000 
Deduct: 
PEG Sabeesstcs sie seusceiaieves 15,200.00 
Sales tax absorbed ...... 5,200.00 
20,400.00 1.02 
‘ICS 1 1 2 REN Oe a ee ee 249,600.00 12.48 2,000,000 
Dec ( 
Cost of sales, as above..............c00 215,720.00 10.79 
G) PIG ad ideo Siceisasusscinentasaseias 33.880.00 1.69 2,000,000 
G WORE AE DDOVE .cecccccveccccsreceree 1.69 
33,880.00 
Deduct fixed costs: 
PPGTTOCIAUION: Giicicssinccacecsecivacsesssvscveons 6,200.00 31 
PRCUONY CRDCRBOS .scccccccssviseciedcccesens 8,800.00 44 
SON BINED oes ou ca skecpadansacvagspacoaskasasbaiaaavises 10,200.00 Oo 
1.26 25,200.00 
Net profit 43 —- 8,680.00 
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“Yes,” replied Jones. 

“And the expenses of selling, and the like?” 

“There was only one item which I considered it was important to 
divide,” answered Jones, “travellers’ salaries and expenses. The fixed 
amount $8,750, represents salaries of the force in the office, and the 
fiuctuating amount represents the salaries and expenses of the field 
men. The more field men we have the more business we should get, 
but the sales staff in the office can take care of any amount of business 
brought in by the travelers.” 

The manager then turned to statement 4 and looked it over 





carefully. 
“Ah,” said he, “this tells a different story. I think you can now 
answer my question—how much more money would we earn if we 
sold an additional million pounds?” 
“Yes,” replied Jones, “the gross profit is 1.63 cents per pound, 
illion pounds we would earn $16,300, as the 





therefore on another 
fixed costs will not materially vary from the amount shown, $130,150.” 
“Well,” said the manager, “that is a little better than $2,900 which 

it is to 


was your answer the other day. You see now how important it i: 
know approximately the amount of all the fixed charges. 





now 

er, passing to statement 5, “that you 
have taken my advice and not distributed fixed overhead and expenses 
over the different lines. You show that line C earned a gross profit of 








“T see,” added the manag 








$20,350. 





“Yes,” broke in Jones. “And if we did not sell line C the gross 
profit of $20,350 could not be earned, while the fixed costs would still 


be around $130,150, and therefore the net profit would only be § 
n the two remaining lines, instead of $27,965 on all three.” 


“Well,” said the manager, “you seem to know all about it now.” 


y 


On the tenth of May in the next year Jones brought to the 


manager statements 6 and 7. 

















Looking at statement 6 the m rer said: “I see that you have 
revised estimates for some of the items of factory and selling 
expenses.” 

“T intend to do so every month, 

a 1 item set up on the books as a me 
the amount for the year. By absorbing over- 
u ays according to lately revised estimates, the 
n ing and profit and loss accounts, which I shall 
: es month, should become more and more 
1 amounts actually set up on the books as a 

measure then?” asked the manag‘e1 
Monthly Journal Entries Unnecessary 

“Yes,” replied Jones. “If overhead and expenses were absorbed, in 

monthly statements of profit and loss according to the amounts 
set up on the books, it would ssary to make journal entries 
eve onth in order to bring the different accounts up to date. For 

if book figures were used it would be necessary to see that 
a coal received up to the end of any month were taken 
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on the books. The amounts of fuel on hand would also have to be 
ascertained before the cost could be known. Other items would have 
to be dealt with in the same manner. A monthly journal entry would 
also have to be made for some proportion of depreciation. By em- 
ploying estimates all such bookkeeping entries are rendered unneces- 
sary and the monthly statements should prove to be just as accurate 
as if book figures had been used, especially when the estimates are 
revised every month.” 

“I notice,” said the manager, “that you have changed your 
estimate of sales to 10,500,000 pounds. So you now think we may 
sell that additional million?” 

“Yes,” replied Jones. “The sales manager tells me that orders 
for future delivery are coming in pretty well. When I told him that 
you said he was all wet instead of getting mad he set about to prove 
that you were right by telling the boys that they simply had to get 
more orders and it looks as though the boys were getting them.” 

“Well,” said the manager (turning to statement 7), “we haven't 
sold much yet, 2,000,000 pounds to the end of April. But that’s not so 
bad for this time of the year.” 

“No.” remarked Jones, “and if overhead and expenses had been 
absorbed on an equal monthly basis, instead of showing a net profit of 
$8,680 a loss of $15,606.66 would have been the result. We have sold 
only 2,000,000 pounds to date, but we are pretty certain to sell over 
10,000,000 pounds in the year, and for this reason only one-fifth of 
the estimated overhead has been taken up. On the basis of equal 
monthly amounts one-third would have to be taken up. The difference 
between one-third and one-fifth of the total amount of estimated over- 
head and expenses for the year is $24,286.66.” 

“A statement,” said the manager, “showing a loss of $15,606.66 
when we know we are making money would certainly look rather 
foolish. Just as foolish as would a statement showing large profits 
taken up in the early months of a company’s year if the bulk of the 
sales were made in those early months. I think you are quite right, 
when treating with a seasonal business like ours, in absorbing over- 
head according to volume of production and sales, especially when 
estimates for production and sales for the year can be gauged reason- 
ably and are revised from month to month.” 

The manager still looking at statement 7 asked Jones how he got 
his figures for cost of materials used without taking an inventory. 

Jones replying said: “All the purchases of materials are entered 
in a special ledger in quantities and costs, using a separate leaf for 
each kind. The total of the costs of the different accounts in this 
ledger must agree with the material account in the general ledger. 
Quantities are reduced from the production records, but no costs are 
entered opposite the quantities as in the case of materials received. 
At the end of any month the quantity of any material on hand can be 
ascertained. This, figured out at the last purchase or market price, 
whichever is the lower, and subtracted from the cost of material on 
hand at the beginning of the year plus purchases since, will give the 
cost of the material used to date.” 

“Then,” said the manager, “you don’t journalize through the 
general books the cost of materials used each month.” 
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“No,” replied Jones, “I use total cost to date and subtract there- 
from the total cost at the end of the previous month for ascertaining 
the cost of any material used for one month.” 

“That seems simple enough,” said the manager, “and must save a 
considerable amount of work.” 

“Yes,” answered Jones. “Some people seem to think if you make 
a lot of journal entries each month and your general ledger balances 
after making them, that the accuracy of all your work has been 
proved. But if your journal entries themselves are not correct, then 
results arising out of such entries will also be incorrect. Accurate 
figures not put through the journal are much more reliable than in- 
accurate ones which have been put through. The important thing is 
to have accurate figures in your monthly statements and not neces- 
sarily to put them through your books.” 

“Now, from this statement 7, I understand,” said the manager, 
“that if we should sell still another million pounds, our net profits 
would be increased by $16,900, the rate of gross profit being 1.69 cents 
per pound. But for every million pounds sold up to the present 
estimate of 10,500,000 pounds, $4,300 will be added to the net profits— 
the rate of net profit being .43 cents per pound.” 

“That’s right,” replied Jones. “Fixed costs have been absorbed 
according to estimated sales of 10,500,000 pounds, so the rate of net 
profit, in the absence of extraordinary changes in costs and selling 
prices, will remain approximately the same, until it is ascertained with 
some degree of certainty that volume of sales will exceed the present 
estimate.” 

“If it should fall below the present estimate we should lose 1.69 
cents for every pound short?” said the manager. 

“Certainly,” said Jones. “And when I tell the sales manager that 
it won’t make him any the less anxious to get orders.” 

“It’s a good thing to know,” said the manager, “just what effect 
volume of sales has on the net profits.” 

“Yes,” answered Jones, who had thoroughly learned his lesson. 
“And the only way one can know is by separating fixed from fluctuat- 
ing overhead and expenses. 

“By the tenth of June,” continued Jones, “I shall have a manu- 
facturing, trading and profit and loss account for the five months end- 
ing May 31, and the results for the month of May will be obtained in 
half-an-hour by subtracting the figures of the April statement from 
those of the May statement.” 

“Fine,” said the manager. “You may go now. Here’s a ticket 
for the hockey game to-morrow night.” 

Jones, who was on the verge of asking for a raise, felt, on the top 
of this munificent gift, that he simply couldn’t do it, and walked out 
of the room in receipt of the same salary as when he entered it. 
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Scope of Industrial Engineering in 
Industry 


By HARRY F. WILSON, 


Wilson & Fessenden, Kitchener, Ont. 
(Before Montreal Chapter, November 20, 1930.) 


E are in a specialization age and as industry has developed it 

has come to be the particular field of some men to investigate 
and research the factors of a business. The industrial engineer is 
primarily concerned wit hthe production of goods, and his function is 
to develop and invent means by which more or better goods can be 
produced at less cost. His function is further to develop means of 
control in business and to devise means by which having set in motion 
certain causes, a definite known result will be attained. 

The increase of productive effort and the constant competition 
between many products for the consumer dollar has necessitated the 
very close scrutiny of every factor in a business so as to ensure the 
industry a market for its product at a price which the consumer can 
pay. This very close analysis of the factors in business has developed 
the necessity of having trained men whose experience fits them for 
research of this nature. 

Questions About Material 

Now in any manufacturing business, we have in general, the three 
factors of material, labor, and expense, and the field for research in 
any of these fields is tremendously broad. Consider for a moment the 
field of material and at once there comes to our mind these questions: 

1. Is this the best type of material for the work it has to do? 

2. Is it too good, too pure, too high grade? 

Would a substitute do? 

3. How much of it must we use to fill the bill? What about 
waste? What standard should be set as an attainable basis for 
waste? 

4. Is there an incentive for the operator to make as little waste as 

possible? 

5. Can any useful by-product be made from the unavoidable 
waste? 

6. Is the material not good enough? 

Does lack of quality make the cheaper material more costly in 
the long run? 

7. When we come to the use of materials in the plant, how much 
should we carry? Why so much? How low ean inventories 
be kept and still protect the production schedule? 

Running all through such questions as these is the searching of 
causes, the determination of facts and the consequent foundation work 
for action and progress. 
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Questions About Labor 


When we come to consider the question of labor, what must the 
industrial engineer give heed to? 

First of all he must appreciate the fact that his proposals and his 
work must be based on facts and appeal to the fair minded intelligence 
of the people with whom he is dealing. From the standpoint of a 
business he must be a mediator who sees that capital and labor both 
are parties to an equitable bargain. He must see to it that such 
arrangements as are made must give the manufacturer useful and 
workable control of the labor cost of his product and that the actual 
producer shall have a fair incentive for his added skill, energy, and 
intelligence. 

Just here let me say a few words about the question of this labor 
cost research. We find even among cost accountants, some very weird 
ideas about this matter of time studies. In the setting up of rates of 
any time it is the function of the industrial engineer: 

1. To study the materials in use and their fitness for the job. 

2. To study the tools, machines and equipment with which the 

work is done. 

3. To study the position and relativity of these producing units 

to other units, as to convenience of operation. 


4. To observe the handling of the flow of product and its trans- 
portation to and from the producing unit. 


or 


. To observe the working conditions of the operator, light, air, 
ventilation, unnecessary fatigue conditions, and so on. 

6. To observe the managerial facilities which should ensure 
smooth operations of the producing unit, such as foreman ser- 
vice, mechanical service, tool-room service, knowledge of suc- 
ceeding jobs in advance, ete. 

. To see what the operator’s view point is: does he think he is 
simply a separate entity in the business, or does he feel that he 
is really a part of an organization, and that better wages and 
the development of improvements ensure the success of the 
concern he works for, and at the same time the permanence 
of his job. 


All these things the efficient time study engineer must observe, 
but observation is only the beginning. To develop an equitable and 
suitable method of wage payment for the job so that it will run 
smoothly requires the improvement of conditions surrounding the job. 
This involves selling the idea to the foreman and convincing the 
management of the economic advisability of any necessary changes. 
Not infrequently the management itself is utlra-conservative and lags 
in brisk action. All of the above calls for tact, enthusiasm, and the 
necessary energy and drive to get things carried through in spite of 
difficulties. 


4 


Setting Wage Rates 


Once having established standard methods, materials, supply and 
conditions, the stage is set for the actual rate setting studies and 
rates. 
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These rates may take the form of straight piece rates, bonus or 
premium rates in some form, or, if necessary, even rates comprised of 
several factors covering waste, time, quality, etc. Sometimes rates 
should not be set on a time basis at all. 

For instance: Where the portential material wastages value 
greatly exceeds the labor value. Sometimes, for instance, with highly 
expensive equipment, the output of which is very precious, actual 
labor cost is a small factor, and less prominent in importance than 
output, and in such cases special rates of different characters are 
desirable. 

The functions of suitable wage incentives are, of course: 

1. To stimulate maximum output and consequent lower unit 

burden costs, and lower direct labor costs. 
2. To stabilize labor cost figures and consequently run the busi- 
ness on knowledge rather than hope. 

3. To enable the payment of attractive wage rates which will re- 

duce labor turnover and consequent training costs. 

4. To increase sales by enabling the manufacturer to sell goods 
for less money than his class group and still make a profit. 

In all of these functions profits are the incidental outcome of the 
rendering of better products, a better service both to the buying public 
and to that section of the public who themselves produce the product. 


bo 


Department Heads 

In addition to the study and measurement of the condition pertin- 
ent to the actual work of the producers themselves, the executives 
must not be overlooked. The foremen in a plant are vital parts of the 
organization and respond to incentives just as we all do. But it is 
one thing to work out suitable incentives by measurement of the 
actual producers activities, but it is much more difficult and requires 
special ingenuity to devise incentives which will reward the foreman 
and superintendent for the improvement and cost reduction of the 
things under their control. The development of such incentive rates 
are extremely useful and require intimate study of the responsibilities 
of each executive. 

In addition to the establishment of material and labor control 
methods, we have the large and difficult field of expense. The indus- 
trial engineer must be prepared to formulate plans for the bringing 
to light the facts as well as the causes of operating expense, to assist 
in the analysis of its sources and control where possible. Of course, 
these factors are all inter-related, insofar as reduced labor and ma- 
terial costs in production have their stimulating effect on sales and a 
consequent diminution of the expense load per unit. We have seen 
many many instances where expenses have been materially reduced 
simply through presenting them in a strong light and thereby drawing 
to them consideration as to their causes and correction. 

Now, of course, we all know that this spirit of research is per- 
meating our whole industrial fabric, and things which were accepted 
as standard practise yesterday are in the discard to-day. We further 
know that the whole course of human industrial effort is for continuous 
improvement and betterment, but we also are aware of the value of 
specialization and this is the case for industrial engineering. 
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Because plant executives in most businesses have their minds 
occupied with a great variety of problems, purchasing, production, 
customer contact, sales and financing, they are unable through lack of 
time and of specialized experience to concentrate their entire faculties 
in one problem for solution, and it is here that the industrial engineer 
fulfills his function because of his detachment from the current re- 
sponsibilities of the business he is able to focus his whole attention 
on the particular phase of the business he is working on is free to 
conduct his research unhampered by other demands on his time, and 
finally to design, try, adjust and eventually formulate a simple and 
effective control of the activity under study. He acts as a specialized 
auxiliary in the business and brings to it a wealth of experience on 
similar problems gained in varied industries. 

So many problems are common to all businesses that the in- 
dustrial engineer frequently is able to apply indentical principles in 
widely divergent industries. 

Specialized Research in Industry 

Industrial engineering, then, is specialized research in industry, 
seeking causes, establishing controls, so that known desirable results 
will accrue. This spirit of research and investigation of causes is very 
contagious and it is usually not long before the discussion of past 
successes and failure and of the current work in hand opens up new 
avenues for consideration. The engineer who is enthusiastic about 
his job soon enthuses others and enlists their help in the solution of 
some of the problems, with the result that a new spirit of enquiry 
appears and every familiar action is looked into. Very often men are 
so close to the everyday facts and conditions of a business that they 
lose a certain perspective, and being creatures of habit, they continue 
many practices that if seen in other businesses would be questioned by 
them. The outside observer used to this habit of questioning habits 
soon observes many things which are overlooked by the people who 
are in daily contact with them. 

This stimulation of a spirit of enquiry and of consequent progress 
is one of the invaluable contributions that the industrial engineer can 
make to a business. Usually executives respond to this stimulation of 
a new viewpoint with very surprising results in some cases. 

If the industrial engineer can succeed in arousing or stimulating 
enthusiasm for the job in hand and get this spirit into the minds of 
the executives with whom he is working, he has gone a long way 
toward the solution of many of his problems. The freshness of view- 
point and freedom from any traditions in the business, coupled with 
the knowledge that the outside engineer is one whose business it is to 
solve business difficulties is bound to hearten and encourage those with 
whom he has to work. 

The field of industrial engineering is broad, but where is the 
business where the last word has been said in improvement and pro- 
gress. Economic events during the late war showed us what vast 
reserves of productivity are lying dormant, and when necessity or 
stimulation demands improvement, these latent forces of action 
appear. In every business there are many avenues where concen- 
trated effort along definite lines will produce a definite degree of pro- 
gress, and it is the business of industrial engineering to find these 
avenues and to explore their possibilities. 
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The Cost of Producing Wheat 


AST autumn the Manitoba Free Press, of Winnipeg, offered prizes 

for the best answers to the question, What does it cost to produce 
a bushel of wheat? An appeal was made to farmers who had records 
extending over the last five years, to send in their statements. Three 
points were stressed particularly by the judges, viz., that the final 
cost figure for producing a bushel of wheat was not considered in 
placing the winners, but the methods by which the contestant arrived 
at his conclusion were; that the farmers who are keeping accounts 
and whose accounts indicate a production cost of 60 cents a bushel 
are probably growing grain at a considerably lower cost figure than 
the average farmer in the west; and that the question of yield per 
acre is a decidedly important one in cost figures. 

The best answer, as submitted by Bruce Edie, of Dugald, Man., is 
set forth below: 

The Best Answer 

We found since starting on your competition that farm costs is a 
hard form of accounting. We have kept careful books for years, but 
find such factors as interest on investment and depreciation on ma- 
chinery and cost of horsefeed rather knotty problems. After a two- 
evenings’ struggle for a formula or a means of calculating deprecia- 
tion it was found by taking actual life of machine and compounding 
interest on a depreciating principal that the income tax method of 
deducting ten per cent was close enough for all practical purposes. 

Also the horsefeed. Should grain be charged at sale value or 
production cost? We consider that grain produced one year is actual 
capital for next year, either for sale or feed. Some may challenge the 
prices for horsefeed. We live a few miles from Winnipeg and these 
are actual prices obtained for grain, hay, and straw. Some may think 
that our horses do not accomplish as much as should be expected, but 
the land is heavy and requires much work owing to weeds. The soil 
contains no sand or stone so depreciation and repairs on machinery 
are low. 

Owing to co-operative buying, oil and ‘gasoline are cheaper than 
at most points. 

Wages are allowed on each operating day plus fifty cents per day 
for board, which the cook assures us is sufficient. 

Practically all field work is done by hired men, the owner being 
occupied by care of stock, repairs, business, etc. Any day worked on 
land by owner is balanced by time lost through bad weather by men. 
Care of horses when idle is not allowed for. This is done by owner or 
man employed at other gainful occupation than wheat growing, at no 
added expense. It may be considered that the owner’s wages are his 
profits (?) or loss. 

The interest and tax on the unbroken land is just carried by value 
of pasture and sale of fuel. 

The calculations are based on average cost of land. (See table 
attached.) These could be varied by calculating on each quarter ac- 
cording to original cost, but the farm is operated as a unit, so it is 
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fairer to average the cost. Five per cent simple interest is considered 
an equitable return for invested capital, that being about the limit for 
safe investment. 

The cost of brushing, stumping and breaking on quarter-section 
“D” has been charged to capital cost. Two double discings and two 
harrowings are charged to the crop. 

Taxes and interest on summer-fallowed land are charged for both 
years to the following crop. 

Itemized statements of investment in land, machinery and wheat 
growing operations follow. From these we have deduced the cost to 
raise a bushel each year for five years and found the average cost to 
be 81 2/5 cents per bushel. 


Size of Farm and Value 


Prereagme: Of Satie iccisisiciccdicicandincs {Tp AhiGCAGR ed 620 acres 
CORE GAECO TOE» ss siscisiciaccccsuctdseritesetiedavemd atone 400 acres 
BUSEY BNE WASEINO vicsitccccssicexcsscosissssscscesdpsscgtacaesestinateateteusceteeesantaiin 220 acres 


“A” 4 section cost $15 per acre 30 years ago. 
“B” 14 section cost $60 per acre 15 years ago. 
“C” 14 section cost $20 per acre 4 years ago. 
“D” 14 section cost $31 per acre 3 years ago. 
Average cost per acre $31.50. 


Machinery 


Bought partly new and part at sales. 


POOP SOTE ATER THO WE otis scas ccscscstvssacstiazeccwaestieeaverecneusecepeaaniceen uae meee $ 820 
CEES DOW cassasssonsaviacciasenssnsss caasaseacasaceasansaveaunsdasdeicneeestnat ieee Rata 96 
CRUE CREO assis ccc siesasecunsvnccuasieessasedensadendecsaceakevssdockvecsesveeu saat TeCtaleueereeens 100 
PBI N cs cacscsssccciuscesisean bunceazucans ues case enezseeexvaes oe xaedete Qn ee aR 240 
MOR ices oavsceccaceakcadot cach vassausaiteaiced contented 240 
PRTEGHINS OUGHE QTE STOO IOAROR 6 cccsccccccceccasexsssesesaséconscacsaccsuadsacsseneed 4,000 
RESP RSE 5 EERO a eu sacascsnkSaecsucady Ge ssavewasaseietsseadide Cdk AAU Had TE 100 
‘Wasons. 3 BORG8, & WAGE: siisiassscsssciscceccsateccrscissasvisesccesvaostaveaciverentnie 400 
Si WEP HORSES WIEI NOUN OSG ess casscsssscevcecccssvziscevesedsracacsarterrerssneeunaiere 920 


Cost of Keeping Horses 


Oats, 19380; 60c a bushel selling value. 
Oats, 1929; 58¢ a bushel selling value. 
Oats, 1928; 56c a bushel selling value. 
Oats, 1927; 51¢ a bushel selling value. 
Oats, 1926; 36c a bushel selling value. 


Average $0.522 per bushel. 





PTR OG NY; AC eae PORNO vs ccc cass vas ceesccuseatancovadeerisiceassxescruaneaoeunees $14 per ton 

Sweet clover, average price . .. $6 per ton 
PEC CREO: COL UNI sai hess eacesesccnuancntannteceaenseeetrieenenani ee $10 per ton 
Fed half and half. 

1 working day, 16 lbs. of hay per day, per Norse .........ccccsccsssseeees $ .08 

1 working day, 42 bus. of oats per day, per horse .26 





MOG COAG xo cesevsccvscassaceasectecevcacecstesaciesareastaveideaeie oeasiteteitetatieets as. kOe 
120 working days, per horse, 34x120, $40.80. 
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1 idle day, 5 lbs. sweet clover per day, per horse ..........cseeceesseeee $ .015 
adie dey, 10 1s. StFRW POP GAY, DEL NOPKE | ...c0isseccecscenecassseesiviesecess 02 
1 idle day, grain, 7 to 8 Ibs. per day, per Horse ..........cscccccssssreceese AIS 
PE MIMME ADU is ensass Scacsssscedvnace sibiansencekasébesesnsivansessosdasceata savesccsssstaasswerske 15 
SOS SNRs AMAR MEMBERID ca snes cc sxasasis cocdavesscamasawataniasbceb Cobncningiswasosaieclbacan $36.75 
SOURS RAP IO ITA YS DG BOLO S cssesssisscscascverocesstonecesssesdvacanecyoies 40.80 
NAc sock ss vcconkesesnnsexscacpocesreadsaswe cons satunniensintie 77.55 
For one working day: 
UU itbE UCR IY LO os caivasaccancsenedasdsssdchavsddiacansasdaieassesssoenss $ .66 


Average value of each horse and harness $115.00 

Average depreciation $11.50 

WO DPRUIDTION DOP OY, eossccosecansscecksvssdaccoseseabebetintestossscteakstesscaden 031 
DOUAL ORG OP MOV RO RIOT GAY AB oucccsipnsss cassesessisctaciassveserassaaaiccscacses 3 69 


One Day Operations 
Drilling. 18 acres a day. 400-1822 drilling days. 
INS ee a i ot i he hi kee er ah te po 69 X 4=$2.76 






BRR os) ivi to vovosuscees 
Depreciation seoee $24.00 
BERR AARNE Wns s52, vikicocshseovens cu dp avness ens tesiaasonsowisetevenas oisucauceneessens 5.00 

29.00--22= 1.318 
PRG OG Ol. 1S BCPOR CORES a csscas cess sssnnsseriventaccassdevccsassecuavedayearatasiasstieatens $6.078 
1 acre costs $6.078--18=$0.338. 

Harrowing. 40 acres aday. 400--40=20 harrowing days. 
PUMP CM aca 5 caus ra sauces sesuuaNeeab as vincaesddsaoucodsehicsvesdesebeekebounierinicses 69 xX 4=$2.76 
SAVORED cc auphacsesvuacieskd svsknisuevssaessakesivcusisaks oxtasdevusicuraissteeuaes SEO ee eee 
Repairs negligible 
RONNIE “1 EU ON OR COBEN 6 osiccnsssccsdscciscencseigascasdeabdeaneadsdcupianccsackaoasvans $4.86 


1 acre costs $0.486--40=$0.122. 


Threshing and Hauling. 40 acres a day. 20 threshing days (10 
days are custom works). 










EM NMMON ME peta cet Sed cas Giguic dao vecin a sok venes Saas SeaaD ena pReauNNd NI eANiUTaO .69 X 20=$13.80 
11 men; wages $2.50+.50 board=$3.00 X11 sSuloaassh vance taveeeaton ie aates el ere 
eR SOUTRE, 90 PR LE oss cesecsscevoscessecosvssceisoses aac eh eh ca a 10.50 
SCRUM MREININSP CURE ROEM 55 5; dsussia uu den'cacisbcondsesaseuceve4Sonua iabeossneaneswessadeoeooirin 2.00 
NN NN oa era scp oii a\ Ca gis acs ss vcaaW oaeup eae ea senboubevtaoankadvecuansendeesnsee 14 
Pea NRNIAS BURR EN RD i ci cer caceba gan sa vacessesseswadedunanencoueatpeounsne i ammaaada x 50 
NEON GNI a koc evan kvcosvussvedvsdessspus ss siesascansisssvinsiiosaetiaiteskecevechnee $400.00 
RUNNER epee cach acc ech cas ccis pus tc supcverig sscausad sande ssabiasineomavenstaNes 50.00 
460.00-+20= 23.00 
NPIS EY OE OU RETOE CORDS: isscseaesichossiessscaveesssdierdescpeseaxctsossapeonsnenseceneoteces $82.94 


1 acre costs: $82.9440=$2.073. 


Plowing and Horses. 4 acres per day. 200 done+4=50 plowing 
days. 






dos eR a ERD hs ccstal ab seuancsstus Wecnuenticelaicenaunbebensgianeeshu 69 X 6=$4.14 
NN sah yeu iG sauce hs vas ¥sesan suas tuo sv acss bun bagundxineciugiin Vena Nd eieeeamatsaaNsbiais tasscaaon 2.00 
Depreciation $9.60 
Bean PRS EIRITA DED sas csi as caidas casdvausiaessasseaseasseecencsvnnvsgeienen’ 2.50 


12.10--50= 
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Orie: day Of 2: Aeves CORES: cies scissszcacsesecrnscavavecacaestasssnsesscatessastasseserentees $6.382 
1 acre costs: $6.38250=$1.597. 


Plowing with Fordson. 5% acres a day. 200 acres=36 plowing 
days. 
MGGSOIING EE ORE Ge DNC on ceccseevacvesdsccsssvcoscasssxens deadenacaceasaacadtialecdeantedis $3.15 
ORE: EEG Oe cccnccssiverccetsencs ese a - 
WVBERUIE - cacesei saa cedactcssexs 2.00 
Depreciation 
TRG PUES ican sas sucecerackeecackisacoegaiseuadanticaccasi adsea ateoden nusetaeaeaeeees 





95+36= 2.64 
One day OF 554: AEROS COSTS iicsiscsssccsiccticasesseiavacavsaccetsstnermeesineeres $8.92 


1 acre costs: $8.92+514=$1.622. 


Discing with Fordson. 25 acres a day. 


COST Fe: LOE DOWNS a CAD oh as ccscscicccsccucsyvectGeeidvgcsenteorartea mene eas $8.92 


1 acre costs: $8.92—25=$0.375. 


Cultivating. 15 acres a day. 800 acres=53 cultivating days. 


MRO (G2 acs assoc cence ccecsevacaceoscosece excdesoestansctatantaeueiti eae 69 X 6=$4.14 
WEN: 5 os ccs civassscccicscaeecenccudeavessacecaswaveesaeucaseseusiasedeassee sed dedsesasanenewnentcedt aren aeeeias 2.00 
DIQ@DECCLAGION css ccseazcancesaracesndesaciecsucesucnsvereesivedesatveataikencacns $10.00 
FROWEUIE Sd cvcssvicsccsaczidesdetatssSvactiacrsereutse meassseemene nae 5.00 

15.00-+-53= .283 
One day Of ED eres COSES ~.iiccciscazicecccecesszcsesesssdadsacteveraveusstaseccoratccadeate $6.423 


1 acre costs: $6.423--15—$0.428. 


Binding. 20 acres a day. 300 acres=15 binding days. 





BROrses CCNANME: TEAMS) 5 sacssescsccccscasccoscsssscrtversatnserrenveeeee 69 X 8=$5.52 
NEU sisscacectacanscaes coer sasatsnciaueassasu@hieaesuadaeuiieiadoted usual beni eee ETE 2.00 
PVGEYCORRUIORD: csgsiasesiésiasvececescccencvactocacadesesadesseaunessstesdasaesacaeate $24.00 
RUC EIES: scacinescessecocccshanacavacnscnedseaceaanendoncaaevecseacwcadtaetanctrtn tana 9.00 

33.00--15 
One day Gf 20 AeKeS  COStS .5scncckcitesscadccesdccharieeigenseicetosea cana esterase $9.72 


1 acre costs: $9.7220=$0.486. 


Making and Cleaning Drains. i00 acres a year done in one day. 


ROE RGS 2 Ai cio cocencavcoxrsdensetaiestecn tae site A 69 X 4=$2.76 
SP POTD ss ssesaitecd snedeceaicexcecsaccacusanvciajoxeuasutesdcecataaswenanstaddoonideasetats eee 6.00 
POO BORGES COSES cisescsecincsccai ciccascvasccccasiastetacuseeseaiasseauxcustasuts cantata $8.76 


1 acre costs: $8.76--100=$0.088. 


Sundries. 8 wagons, 5 racks, 3 boxes. 
WGP CCTREIOT sc cssisicsssccsccasessticacessscsrceasevesssdonsassavenguadseianesseeseeesastoemeseeeran $40.00 
ROMANE S oc ccciewesucousasear cicccdadcasecvegecuantacestuisastucuscncestaccacentescveceesnneueuiveatien 16.00 
GIGS ETIEL COONS: x ches csscecccccateveesercecccaccaceaceanetdccsmeassetaiqasccaeeaarne 8.00 
BEOPAGCSIOGINO! csccdcatvacecsdecssssceassdccssadacusen Cacrdsteadecstuasenesmencionn tate 4.00 
Cont: Ot SOP SOROS: sicisiscccccccvccscaracciescdincinigcircctenetaeineedeaa a 68.00 


1 acre costs: $68.00—400=$0.17. 
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COST AND MANAGEMENT 


Costs for 1926 
(All costs per acre basis) 
Clover land, Durum on “A” quarter. 

ie een SEPA TRA RATA isc css gs ccs ci vsskis coud esunnsoncocacuesenstanacneteestsancentses 
NUNN ca oan gu scene cay cacnddcp puascuncev sions sksinibiab NsekSbéudsinesUbiahavsvedenunnteynvendochentie 
Seed 

Drilling .......... spadasevesai 
Harrowing twice $0.122 x2 
Peete RG MOG IO RTL OPO 55 vis scsncnsscccderacssscevasesicacbssssstacesctbusnestuseiiens 
RES ccc sit dcecev disks chien toacecs oh scediok vob Venuniarisheabnaksadsasesieselusiabepasberemebecsevens 
RRR Re a ee ce ie Dak at asada ena anes savennasvahivs 
UMMM ccs he ans saa dal nics ev gps wens eu osbni duaiusléss eANdi pun eeeaneceosniabaasheoauashe 
Threshing and hauling to car ............. 
$27.50 more wages a day than 1980 ... 
NNN Sb Fe A sa deca ay sla ars aS cu uscia sella vnd sues Keesaanaasandaee .088 


POLGcon DlOWINS LOT SEER HEM AN: TODD: ....<.c.csesasnoseccssescssssoecacssevsnnsss 1.622 
AGUA AMINE TWICE SOAS NS syeresescssscavcdsachessbscesdessonnetestssosacccoessssessoues .856 


a NN ed oa aaa Sassi saps bic ica a aaa GRD NIRTN IN SaANEONUSV Ne DEESIR ERASER 





2.0738 


687 





4 


& 876 


Costs per acre 








Yield per acre, 26 bushels. 
Cost per bushel: $11.876--26=$0.456. 


Costs for 1927 


Summer-fallow Durum on “B” quarter. 


Ms PE OVORE OTe ATIVE UIIGTNG ics sincid visoscdeiaesssecas dee uavdssvaseaccsbusasensnvesccuss $ 1.575 
a MENIREANR ec sis ca aaa a Sig dhs eawansh gpa naenbovenad ee paxeeAaNaIOGs 197 

Summer-fallow operations. 
en ART NNN ait ts is cavisin nciss UnaanabengeseeanseuaheswiiWiadioiuatnideieten 357 
6 2.568 


Cultivating 6 times, 428 » 
1 





Harrowing two times, 122> 244 

NNR cs aE te OLN Ph at tH sie os ah dakeieluchnvluce Cabo menseees iu kenkusinne 1.597 

NIE ee ag aus ia ce euees | oc a cuoewca vada apeuneaneakdensdamasenlonuncteneens ay 
1.575 
818 
997 





two times, 





ea VENOMS UTR as cc Savcnccducanscansunsdaceacbaxtiasnbanuesvecruensteiaes 
ting in spring owing to late PINES cusccnawionnssdssisnsas coon 28 
5 


moo Re DOC! 


or 





Slee seat an sata citadel eal iasi kies Gahan onaaan Suna CaN aa USER SA Seat ReEAGS Oo 
2.0785 

No hauling on account of poor crop, extra ‘s over 19350 
RRRR NT US SR EM ys cscs saeusdiic ds aunc'gane tei conauueskp ounbegd tascgconeeenoasdbotvess 229 
088 


Drains 
Sundries 





















THE COST OF PRODUCING WHEAT 


Costs for 1928 


(Fall plowing.) Durum in “B” quarter. 


LOZS: IMESKOSE OF INVESEMICING sesscsuccssdsctlizeasecdzaassunteaceccsvecessaned needa $ 1.575 
POS ERM OS cco. cick casccescccccsceuncasesisavenssaxescaccees oetdanaavatcedteceiasaeal ee Te Tee .844 
S755 eee ee eee ee er Dan ear Pemes A! SRE PUNE ONE DIN OR Be os 2.25 


1055111) 1h ae nO man oe ea nr Renae PATE NE Tern emery Seen) Eda. Ms .308 
Harrowing 3 times $0.122: 
Picking weeds, 5c an acre, twice . 
MERWORNLG  esussccssesaussem Wenvees Sicsabenawesescnas eased eeenea nena en 








(Gut one way) Bindine SOASEK Sx cscsscscccecsscsccavasccnccessceessectstnerternets 9712 
SSO OME OS cs a sscesececudssaccccccecaseensdectusccevendaacccceecsevexdansetesesvexvsemiesdteateenateeel .63 
‘Paresh and: Wahine tO) Cai .<c.cesccacicsacksecessecsccacsacescadsacacenvtetavweeers 2.073 
$22.00 more wages per day than 1930-40 ...........sccccscsssssssssseseeess 55 


UP SRTINS a ckc eva bacccetedleaiiewescccecseeBlicntakes alc LL Te 
Plowing, fall of 1927. 
Sundries 





OSG GE ROR Coc oecd ccaci sazcacves aes casheccactacedvescuaTtae eed 
Yield per acre, 30 bus. 


Cost per bushel: $12.043=-30=$0.401. 


Costs for 1929 
(1928 summer-fallow). Durum on “B” quarter. 


EOQS' INCOPOSE OR: TNVESEIMIGRE 5.5: ccsccagaadcsvaccteacsytccrecseci anu aces nee $ 1.575 
BOZO. CEROR i scacesceesduvsks axescecscincusedescecesaxycecaceokwccatigaatinraee art com aecitaseeeee 844 


Summer-fallow operations: 


PLO WATS: CSPEIND) cds cicecccsacececccccsstucces vexceuceauisqessteotade deveccaxventasaetedeeeees 1.597 
BraUnE = USGI cass cescecdacendtvaccasscdseedacevsuacesuivevauscssdcudivcsecenieas leant nes 007 
Cultivating. Chorse) 4-Gimes SO.428« 2. .iccicssscceccsececcccesiasssceccsecccees 1732 
Pe POR IN ascsciceda Cocewsccdcacnecetavesatassaaseadstaaxiacetusecalspieteee teased 22 


Sundries 


Crop Operations 








1929 Interest. ON: INVESTMGRE sescicccccedcdiccdcdiheateeemeiarineusene 1.575 
DLS PIMOS: cs ccacvecuacscevciacaceqasatessacsssuatedecdcieccnteaeuicecinavoekedeaes tan Cetiaeeeenen 865 
GR 5.05 da eanadiccaaeccaaeces ocaku ccs as Muss ewes eae LURN ORES 1.42 

DUPRE asses cactccastcisvassavececuasabesscncavevsequdeadloteetscr eal acteuater 338 
Harrowing, 2 times, $0.122 2 244 
Picking weeds, 5c an acre, twice 10 

MEWUERIO!:  Secdecic vores casusensccalccaawuceuvcusnedevesdeuccavelientn tieca alate .415 
PURTION TIE 020s ccaiacoccucreuesunceiseveswoseisie ee dete .486 
PURI R INGE: «Sedu ccseceatasiusshovdaceacacsisavecusudeddacassusd deisceddpateinecect .00 

Threshing and hauling to car . 2.073 


4 





$16.50 more wages paid than 
Drains 
Sundries 





.088 
ra 


GOSE WOR BOLO: ks scdccescdvscdsens caxsacdanstscessni d teacantd tenes meet ate $14.864 





Yield per acre, 22 bus. 


Cost per bushel: $14.864-+22—$0.675. 











COST AND MANAGEMENT 


Costs for 1930 
(Breaking), Reward on “D” quarter. 






BORO: AERP ARE GH TNVOREIIODE cicccsciiccscsccesccsscsctssesassccesocsscosscoossessssnsess $ 1.575 
ON IN aoe ee CD RE EN Cee ER NNTP TE EE OTe .865 
SERED MERE IE, (OTE SU OMITISMIING c.o5.nci55ni<ussicsevesonisnevansacesuvecesnbeesjenauscnecoees 1.575 
UR NNR ore case uy usispanougnesess¥iiunbessceuasssenisnsnausornesccsabenetvenisesies 8.11 
Re ce ee aL Aas oe se ea sui an ecu sdieas ua cnn aowel uasuuuemanectbaaenasouieeeets 3.00 
MPN NNN oo 6. scx bcos vec Uucicasaatenshcussousssuasesbesesskueasaikess Cou sesh eau enprnescceeisasenuents 338 
FIATTOWINE TWICE, SOTZZX 2 ccccicccssssceccorsscssccesssscrsecccsscervecnvessessessesens .244 
Picking weeds, 5¢ an Acre, tWICE .........csecccccsrrscssccsccrssrcccsesceseecsseseoes 10 
TRS eos Gad sy concuusai ovssisnianaoepiasiiess teaiebs oo 
NR ENR nr auch bein ope bag deniedeaiuaumcncesnahasséevases .486 
So a i Bail apa phi Sean ETRE EAE SAMRAEAESEMEREONOES .20 
TRPCHNING BNA HAWINE FO COP ciesicissecoscssecscssccessissossssctonssnsceesaveaseseas 2.073 
AER te EN oa 8 es acts cu gc pe kcccsshevonacsosusddiaasvausancebessuNsaesansnien .088 
Discing with Fordson for seed bed at 12% acres a day. Cost 

Get AEG IO 1 OO AE CIGCITIDG: sisceiesccecossaccasessseanncducsencsses 1.428 
RRM pL ere ence eos a a cs we wpa pigh GSee NANNIES UNGNE UN OA tual wumannDa CI REOED Bs | 

ROE RUSE PNCDO. sikiesinsesesccissecpsesecsanqesacacedsesnsossseeteceadeteteskebesasrestesties $13.283 


Yield per acre, 23 bus. 
Cost per bushel, 1930: $13.283~23=$0.577, or 58 cents. 
Average Cost Per Bushel 
(For Five Years) 


DOO: scsseccaccuvssvasgaserovcsncurtes $ .456 
DG acckacevisinsenecececteinessesens 1.964 
Bee cass. cassahiGianseeeraniiaussage 401 
Po csvsvocsccavecssenssaniinsesassuxe 675 
DRAG vsvapecnsacessspcteoanetatetess 577 





$4.073--5=$0.814 per bushel. 
1927 was an unusual year. I have seen none like it for 40 years, 
‘rost on Aug. 13. Omitting 1927: 





a ver) 


$2.109--4=$0.527 per bushel. 








MUST CUT MANUFACTURING COSTS 


“Tf we have deflation, as we have, in basic or primary pro- 
ducts, the next step must be deflation in manufacturing costs. 
Business can be conducted on any level, provided the costs come 
down to a common level. That is the big problem to-day—to 
get down manufacturing costs corresponding to what has taken 
place in the primary products,” said Right Hon. Sir Thomas 
White, K.C.M.G., speaking at a meeting in Toronto in May. 
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COMPILATION AND USE OF PRODUCTION STANDARDS 


The Compilation and Use of Production 
Standards from Actual Records 


3y WILLIAM D. HALL, 

Director Department of Production Management, United Typothetae 
of America. 
(From The Typothetae Bulletin) 

T the Mid-Year meetings last spring in Cincinnati I outlined before 
this group a scheme of centralized production control. At the 
Boston convention Mr. Eisenberg addressed the Production Conference 
on the subject of “Profits from Centralized Production Control,” ex- 
plaining in detail how he was successfully operating the manufac- 
turing departments of his business by such a management programme. 
Considerable interest in this subject has been manifested by a number 
of members, and several firms have already undertaken some steps 

toward the installation of similar departments. 

Omitting any enumeration of the benefits of such departments or 
the repetition of the steps involved in their operation, I ask your con- 
sideration at this time of the question of production standards. 

This is usually the first question that arises when a firm seriously 
starts to set up any form of production control. These standards are 
of vital importance to the estimator and the production manager. 
They must use them in the preparation of time layouts or estimates 
and the scheduling and routing of work through the proper sequence 
of operations. The management needs them to measure the efficiency 
of their manufacturing units with those similar units in other plants, 
as well as to compare the individual departments with each other 
over several periods of time. 

These standards are of three types: First, those developed by 
trained time and motion study engineers; second, those which can be 
compiled from records of actual production in your own plant; and 
third, those which are established through cooperative effort on the 
part of the group of printers. 

There is no question but that the first type is the most desirable 
and the most accurate, but the expenditure of many thousands of 
dollars is involved, and because our industry is composed of relatively 
small units, only a few feel that the cost and effort involved is justi- 
fied. However, it must be remembered that those few companies which 
have set up such scientifically determined standards have been amply 
rewarded. 

The second type, while not involving the expenditure of as much 
money, does require the attention of a competent and experienced pro- 
duction analyist and clerical help. Schedules of this type can be 
effectively used and readily revised as improved methods of produc- 
tion are put to work. 

The third type is of particular value to the medium sized and 
smaller printers who are not in a position to obtain many records in 
their own plants. 
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COST AND MANAGEMENT 
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COMPILATION AND USE OF PRODUCTION STANDARDS 
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COST AND MANAGEMENT 


COST MEN AVAILABLE 


(Firms desiring experienced help may communicate with ar 
those listed below, through the Society’s Office, 81 Victoria St 
Toronto, Canada.) 


ny of 
me 


eet, 


MONTREAL TERRITORY 
No. 1—Age 41. Married. Five years’ practical training in 
tancy. Considerable experience in costing since expiration of 


of accountancy from office routine 











p, also every bran 


»s in connec 





n with management. 


No. 2—Age 35. Married. Four years’ ex 
for an engineering company. Vicinity immate 





perience cost accou 
ial. 






No. 8—Age 26. Five years’ experience in accountancy which 
includes several years’ cost accounting in paper and lumber mills. 
Vicinity immaterial. 






No. 4—Age 36. Married. Bilingual. College education. Taken 
course in advanced accountancy at McGill University. Accounting 
experience includes preparation of commercial and industrial costs, 
budgets, ete. 

No. 5—Age 35. Married. Experienced as factory representative, 
statistical reporter, general and cost accountant. Vicinity immaterial. 

No. 6—Age 33. Married. Taken course of International Cost 
Society. Several years’ experience in cost accounting. Ontario pre- 
ferred. 

No. 7—Age 48. Single. Bilingual. Experience in cost account- 
ing, sales and office management. 

No. 8—Age 43. Married. Graduate of College of Technology, 
Manchester. Many years’ experience in costing of fabrics and depart- 
mental and factory costs in textile trade. Ontario preferred. 

No. 9—Age 32. Married. Taking higher accountancy course, 
La Salle Extension University. Experienced in invoicing, stock re- 
cording, also in costing in textile trade. Montreal vicinity preferred. 

No. 10—Varied cost accounting experience. Past twelve years 
employed by manufacturer of iron products. 

No. 11—Age 48. Married. Educated in England. Admitted as 
C.A. in 1915. Particularly interested in cost accounting. 

No. 12—Age 45. Married. Experienced in general and cost 
accounting. Knowledge of industrial plant work, organization and 
maintenance. Vicinity immaterial. 

No. 13—Age 51. Married. Experience includes office managing, 
auditing and cost accounting. 





TORONTO TERRITORY 

No. 101—Age 44, Eighteen years’ experience in cost and general 
accounting for coal company. 

No. 102—Age 46. Married. Graduate of International Account- 
ants Society. Twenty years’ experience in accounting, office managing, 
and organizing. Three years’ public auditing. Able to install inter- 
locking systems. 
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COST MEN AVAILABLE 


No. 1083—Age 34. Married. Experienced in accounting of con- 
struction costs. Toronto vicinity preferred. 

No. 104—Age 30. Junior matriculant. Business studies with 
High School of Commerce, also Alexander Hamilton Institute. General 
accounting experience. 

No. 105—Age 38. Many years’ experience in cost accounting. 
Toronto vicinity preferred. 

No. 106—Age 42. Married. Good education. Bonded. Business 
experience includes a thorough training in general and cost accountins 
preparation of interim financial statements, statistical reports showing 
results by means of graphs and handling of office detail. Toronto 


sl 


Ss? 


preferred. 
No. 107—Former student-member of Institute of Cost and Works 


Accountants, England. Experienced in costing of steel products. 





No. 108—Age 24. Unmarried. Good education. Several years’ 
experience in costing of automobiles. 

No. 109—Age 44. Many years’ experience in accounting, auditing; 
some in cost accounting. 

No. 110—Five years’ experience as cost accountant, planning 
engineer, purchasing agent and stockroom supervisor of lamp and 
stove company. 

No. 111—Age 35. Unmarried. Studied engineering at Herriot 
Watt College, Edinburgh. Experienced time study engineer (Bedaux 
system). 

No. 112—Age 30. Married. Studied higher accountancy course, 
La Salle Extension University. Experienced in compiling of all classes 
of reports, including balance sheet, profit and loss, sales and expense 
and various cost statistics. Able to install a bonus stystem. 

No. 113—Age 34. Married. University education. Successively 
works managers, chief accountant and company secretary of radio 
corporation. 

No. 114—Age 39. Married. Eleven years’ experience in costing 
in confectionery manufacturing plant. 

No. 115—Age 38. Took Alexander Hamilton Institute course. 
About twelve years’ costing and auditing experience in automobile 
industry. 

No. 116—Age 40. Married. Completed La Salle Extension Uni- 
versity higher accountancy course. Sixteen years with machinery 
manufacturer. Now assistant to engineer, duties being to make cost 
investigations, estimates and supervise production. Toronto preferred. 

No. 117.—Age 36. Married. Good education. Bonded. Taken course 
in advanced accountancy at McGill University. Accounting experience 
includes preparation of commercial and industrial costs, budgets, etc. 
Experience in general and cost accounting. 

No. 118—Age 25. Experienced in banking, time-keeping, pay-roll; 
two years’ of costing. 

No. 119—Industrial engineer. Thoroughly trained and capable of 
superintending employment work, or general employee service work. 

No. 120—Age 34. Eleven years’ general and cost accounting 





experience. 














) 201—Age 41. Many years’ « ience in general and cost 
accountil n steel industry 

No. 202—Age 29. Married. &F: ieneed in general office work, 
also in cost accounting of furniture and cf automobile bodies. Vicinity 


immaterial. 





















No. 2083—Age 29. Married. Experienced in costing of furniture. 
No. 204—Cost clerk with nine experience in operating 
( ] rs and cost finding 

No. 205—Age 40. Married Experienced in ice managing, 
banking. Capable of installing Harrison standard system. Two year 
contract expected. 

No. 206—Age 25. P lation, also business course. 
Fou s’ experience lt of farm implement manu- 
facturing company. 

No. 207—Age 27. Unm: ] igh school education, also uni- 
ve y t ing in the manufacture of woollen and worsted yarns 





Experienced in costing of textiles. immaterial. 


CENTRAL ONTARIO TERRITORY 


No. 301—Twelve years’ experience in all branches of furniture 
+ ] ] 1; . + no ~ >) 77 mo 
trade, including general and cost accounting 


WINNIPEG TERRITORY 
No. 401—Age 44. Married. Trained in accounting, economics 


ial law. Experienced in costing and statistical work. 





and comm« 
Winni vicinity. 


of La Salle higher accountancy 







». Experienced ledgerkeeper, teller, pay-sergeant, general and 
sting. For- 
Dp 
a 


referably 


No. 404—Age 28. Married. Two years’ engineering course at 

University of Manitoba. Five years’ costing experience. 
VANCOUVER TERRITORY 

No. 501—Age 36. Good education. Seven years’ experience in 
installation and supervision of cost systems; formerly assistant and 
executive secretary of a manufacturing association. Vancouver or 
district. 

No. 502—Age 28. Single. Good education. Taken higher ac- 
countaney course with La Salle Extension University. Experienced 
purchasing agent and cost accountant. 

No. 503—Age 39. Long experience in cost accounting in mining 
t Vicinity immaterial. 
No. 504—Chartered accountant, particularly interested in cost 


indu 





accounting and analytical control systems. 

No. 505—Completed course in advanced cost accounting and audit- 
ing with International Accountants Society, and three-year accounting 
course; member by examination of the Credit Institute of Canada. 
Experience covers accounting in lumber, hardware and meat packers’ 


lines. 
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COST MEN AVAILABLE 


OUTSIDE CANADA 


No. 601—Age 31. Married. During twelve years’ experience filled 
the positions of purchasing agent, office manager, credit manager and 
cost accountant, having installed group normal or standard, and job 
cost systems in various lines of industry. Now in United States but 
desirous of again locating in Canada. 


y 
} 


No. 602—Age 33. Chartered accountant during six years’ experi- 
ence conducted important investigations in Canada and U.S.A. and 
writing reports on audits, and cost systems. Now in United States 
but desirous of again locating in Eastern Canada. 





No. 603—Age 45. Married. Bonded. Good education. Experi- 


enced in office manag 





ent, general auditing, cost accounting. 
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ounting for Technical Research. G. H. Klusmeyer. National 
Association of Cost Accountants, May 1, 1931. 

Incentives for Maintenance Departments. C. P. Flora. Society 
of Industrial Engineers Bulletin, April, 1931. 

Motion Picture Production Accounts. H.S. Brewster. Journal of 
Accountancy, May, 1931. 

Conduct of Investigations. L. H. Graves. Accountants’ Journal, 
April 20, 1931. 

Reserve for Depreciation and Conservation of Earnings. F. L. 
Dunn. Certified Public Accountant, May, 1931. 

Some Accounting Methods Peculiar to Motion Picture Producers 
and Distributors. (Part III.) A. Kaplan. Certified Public Account- 
ant, May, 1931. 

Relationship Between Cost Accounts and Financial Accounts. P. 
Taggart, F.S.A.A. The Accountant, May 16, 1931. 

Arguments Against Depreciating Land Marshaled by Educator. 
Prof. R. V. Cradit. American Accountant, May, 1931. 

Overhead Accounting. American Accountant, May, 1931. 

Wage Incentives or What? W. T. Brickenden. Manufacturing 
and Industrial Engineering, May, 1931. 

Depreciation. (Part III.) J. Masterson. Manufacturing and 
Industrial Engineering, May, 1931. 
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Reported by R. Schurman, C.A., Secretary. 

The first meeting of the committee of the Montreal Chapter of the 
Canadian Society of Cost Accountants & Industrial Engineers was 
held at the Queen’s Hotel on Monday, May 11th, 1931, at 1 o’clock. 
The following standing committees were appointed for the year:— 

-rogramme:—R. W. Louthood, chairman; R. R. Thompson, G. C. 
Leroux, L. Belanger, G. T. Bowden, P. E. Dufresne, L. N. Buzzell. 

Membership:—J. P. Masterson, chairman; H. W. Blunt, R. Schur- 
man, J. P. Rolland, L. Rhodes. 

Dinner:—G. T. Bowden, chairman; H. W. Blunt, S. Farquharson, 
R. Schurman. 

Educational:—L. Belanger, chairman; R. R. Thompson, G. T. 
Bowden, D. R. Patton, L. N. Buzzell. 

Publicity :—G. C. Leroux, chairman; H. W. Blunt, L. Belanger, 
R. Schurman. 

A very interesting programme of activities was submitted by the 
chairman, Mr. R. W. Louthood, for the season 1931-32. Mr. R. O. 
Sweezey, president of the Beauharnois Power Corporation Limited,, 
will address a dinner meeting on the “Water Powers of Canada.” Mr. 
Beaudry Leman, general manager of the Banque Canadienne Nationale 
and president of the Canadian Bankers’ Association, is to address a 
dinner meeting also, the subject to be announced later. 

At the regular chapter meetings a number of interesting subjects 
will be treated, of which the following have been agreed upon:— 
“Tramway Costs,” by Mr. Duperron of the Montreal Tramways 
Limited; “Hotel Costs,’ by Mr. Alderic Raymond of the Windsor 
Hotel; “Insurance Costs,” by Mr. A. J. Mylrea of Reed, Shaw & 
McNaught. 

As the Province of Quebee is now considering the subject of 
workmen’s compensation insurance, it is proposed to have this subject 
thoroughly discussed. Another subject under discussion is the subject 
of “Costs in the Glass Industry,” to be dealt with by an official of the 
Dominion Glass Company. 

Following the papers presented it is proposed to have the essential 
points brought forward in the papers under discussion at each meeting. 
The Chapter has offered awards to students on the subject of cost 
accounting attending the classes conducted under the auspices of the 
Board of Trade. Prizes to the amount of $50.00 have been offered for 
this purpose. The Society will hold its meetings on Thursday evening. 

There was a full attendance of the committee, showing the very 
great interest of the members in the programme for the year, and 
under the leadership of the chairman, Mr. Louthood, there is every 
indication that 1931-32 activities will surpass the previous efforts of 
this Chapter. 
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